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RECONSTRUCTING CHINA'S TEXTILE INDUSTRY
THE 1950 COI'TCON HARVEST

THIS 1S UNEVALUATED INFORMATION

Chang Yang
Shih Ch'u

£ ' Problems of Recongtruction

When the Chinese textile industry was in its infancy, Japan and England,
taking advantage of their unequal treaties with China, began to exercise pres-
sure. During the period between 101k and 1930, the dominant position occupied
by England in China's textile industry ves gradually taken over by Japan.

This can be seen by the fluctuation of the number of spindles for each coun-

- . try, as the following table shovs.
- 1913 1925 1930

No of Percent- No of Percent- No of Percent- .
Spindles =age Spindles age Spindles age .l

Chinese l
factories 427,172 62.7 1,982,272 56.3 2,492,304  55.6

Japanese

fectories 95,872 13.5 1,331,306 37.8 1,821,280 k0.5 |
English ‘
factories 167,902 23.8 205,320 5.9 177,228 3.9

A comparison of the situatinon in 1933 with that of 1936 shows that the
B percentage of Chinese-owned spinules decreased fram 57.1 percent in 1933 to ‘
56.85 percent in 1936; and then further decreased from 33.25 perceunt to |
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' 32,58 percent /no period glven/, The percentage of the mumber of Chipese-
owned loows decressed from 48723 percent to 47.95 percent. Alter the T July
1937 incident, Shanghai -- the center of the textile industry -- fell into
Japanese hands. Most of the factories were damaged. Those which managed

to move to the interior nad about 200,000 spindles, only 10 percent of the
total,

After the victory, a large number of industrial plants were returned
«0 us by the Japanese., The production of the textile fndustry was restored
to its original capacity, having a total of 4 million spindles. The Central
Textile Company had 40 percent of the spindles in China and produced 60 per-
cent of the total output. This campany monopolized the country's textile
industry; consequently, national capitalism had no way of being developed.,

China has a total of 5,220,000 spindles. Now, in September 1950,
4,280,000 of them are in use; and it is probable that 200,C00 more will be
in use before the end of this year. If each spindle is operated every day
by two shifts, day and night, 1t needs an annual supply of 250 catties of
cotton., The 4.5 million spindles will need an annual cotton supply of 11.25

,million piculs. If the actual amount of cotton produced this year 1s 14 mil-

T14on pleuls, it will be approximately the amount needed by the modern textile

- factories » after part of the cotton has been used by the villages for handi-
craft spinning and weaving.

The problem now is how to develop New China's textile industry.

‘ ¥e consider that New China'
three categories: state
and the three categories
wayS.e e

s textile industry should be classified into
-owned, privately owned, and domestic handicrafts;
. should be regulated in three separate and different

The methods of supplying raw materials and the opening of large markets
should be planned. As for raw materlals, when the rural areas become more
stable, the first thing we should do is to raise the production of cotton
to the 1936 or 1937 level, Products which are to be imported from foreign
countries should be limited to fine cloth, which we are still not able to
produce, and production tools. In the meantime ; efforts should be made to
improve the quality of domestic cotton in order that we may dispense with
imports from foreign countries.

During the first stage of our reconstruction work, we should double
the number of spindles to 8 million. In the same way, the production of raw
materials should be doubled or tripled. On the one hand, this should pro-
vide a sufficient supply for the market's lemand » 1n eddition to the amount
consumed by domestic handicraft industry; and on the other hand, the quality

of raw cotton should be improved sufficiently to meet the standards demanded )
.%y modern industry,

Handicrafts and small production shops should also be protected and de-
veloped, Since the production of modern industry cannot and will not be ‘
sufficlent to meet the market's demand for a long time to come, handicrarft
{adustry must te supported. The development of the small handicraft induse-
bries could prepere the way for modern and mechanized production. Also it
might be possible for such small industries to adopt the business methods
of the producers cooperatives,

We are of the opinion that the recomstruction of our textile industry
should not bé concentrated in a few large cities, In the past, the concen-
tration of the textile industry in a few large cities was partly due to re-
liance on imports for raw materials and production equipment, and partly due
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to the fact that finished goods were intended to be marketed in middle-sized
and small cities. For the time being, we must depend on foreign countries
for production equipment, but this situaticn will certajnly not last very
long. After a transition period, we will be able to make our own production
equipment.,

As far as marketing is concerned, the market should no longer be limited
to middle-gized and small cities; it should be extended and enlaerged to in-
clude the countryside. Exporting is of only secondary importance. Therefore,
the textile Ilndustry should be decentralized., Textile factories should be
seattered in the major cotton-producing areas. Then, raw materials could be
acquired for less mraey and a labor force would be available from the large
labor reservoir of the rural areas. Transportation difficulties would be
avoided, and the cost of production would be lowered,

However, we should not consider the increase of factories and spindles
as the only goals of our construction program. We should raise production
efficiency and improve technical skills. In an age of mechanized production,
technological improvements continue each day. Although we have comparatively

rev machines in our textile Plants, they will become outds*ed several years
from now if improvements on them are not made.

Certainly, the govermment should do its best to help. It can help in
& number of ways: granting loans, encoureging increased production, improv-
ing production equipment, raising the quality of raw materials, improving
the communications and transportation systems, and supporting cooperative
marketing and production. In the meantime, taxes should be reduced. In this
respect; the new industrial and commercial policy clearly stipulates that
taxes on necessitles will be lower than taxes on luxuries. The importing

of cotton cloth which is not urgently needed is strictly forbidden to prevent
competition with domestie products.

The most important goal is the function end the development of a state-
owned textile industry. The fundamental nature of the New Democracy's econ-
omy is the leadership provided by the government and 1ts guldance and super-
vision over the development of private enterprises. A policy of complete
laissez-faire cannot be adopted. The building up of our national economy
should be conducted on a large scale in order that productive capacity can
be developed to the fullest extent. Efforts should be made to provide suf«
Ticient cotton yarn for privately owned textile factories and to adjust and
regulate the market. Thus, the cost of production in privately owned fac-
tories will be reduced; and supply and demand in the market will be in equili-
brium. Under a planned production program, we must reach the goal where
everybody has enough clothes to wear. Gradually we will lead capitalism to
the road of socialism,

The Rich Cotton Harvest of 1950

The principal raw material for the textile industry is cotton. Owing
to continuous war which ruined the countryside for a long time, agricultural
productivity has been very low. Furthermore, since cotton had long been
vievwed as a secondary crop, its production had decreased yearly. In 1936,
the total quantity of cotton produced amounted to about 15 million piculs
[Sne picul is 133 pounds7; in 1937, it was 12 million piculs. During the
War of Resistance, production im the great interior was between one and 2
million piculs. In 1941, there was a decrease. In 1942, the production was
only 300,000 piculs., After 1945, production was increased somewhat. In
that year, the output of cotton was 5 million piculs. In 1946, it was 6 mil-
lion piculs; in 1947, more than 11 million piculs. The increase was due to
the comparative stability of the rural aress.
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If we can reach and keep the production level of 1936, it is possible
that the'supply will be sufficient to meet the demand. Since domestic weav-
ing in rural areas is still popular and since it absorbs about 15 million
Piculs of cotton every year, what is left will be too little to meet the mar-
ket's demand. Furthermore, the quality of the cotton we have produced is
not good enough to be considered as fire cotton. Therefore, for the raw ma-
terial for cotton yarn we are dependent mostly on imports. The annual import
of cotton is valued at about 100 million US dollars.

The cotton harvest this year ﬁ9597 18 very satisfactory, except for
cotton fields in a few areas which sufTered from natural disasters. Accord-
ing to "The Instruction on the Policy of Agricultural Production and the Plag-
ning of Increasing Production of Food and Cotton for 1950," pramulgated by
the Central People's Govermment's Ministry of Agriculture 27 January 1950,
it was planned that 50 million mou Ene mou is 1/6 acrg7 of cotton would be
Planted this year to produce 13 million piculs of raw cotton, an increase of
4,77 million plculs over last year's production.

According to statistics from various sources, the total area planted to
cotton this year reached 60,250,000 mou, Except for areas suffering damages,
the production of which is still uncertain, the actual area harvested already
amounts to more than 56 million mou. If each mou produces an average of 26
catties, it 1s estimated that the total production of cotton for this year
will be at least ik million piculs or more. The planted acreage, 8s well as
the actual production, will be more than was originally plamned for; the pro-
duction is already 20 percent more than the average production of the years
between 1933 and 1937. It is 82.8 rercent more than the production of the
last year before the war.

Thus, the abundant harvest of cotton has solved the problem of supply-
ing raw materisl for the textile industry. Many factories which had been
forced to close because of the lack of raw cotton, will be able to resume
rroduction. For instance, Ho-hsin, Shen-sh'i, and 12 other textile factories
in Shanghai,, which have a total number of 233,000 spindles and 1,075 looms
are all planning to resume operations as a result of the rich harvest of cot-
ton which will be available in the market by September. Some textile fac-
torles have already begun to increase shifts and some are even planning to
increase the number of spindles.

The abundant cotton harvest has also had a tremendous effect on the cost
of production. Factories which ceased operation will be operated again; those
that reduced their output will increase their production, and production cost
per unit will be lowered. For example, if the factories in Shanghai operate
> days and 5 nights instead of 4 days and 4 nights each week, production cost
will be reduced by 11 percent.

Solution of the problem of marketing will become easier as a result of
the abundant cotton harvest. In the past, the domestic market for cotton
goods was too small; a part of the finished goods had to look for markets
in Southeast Asia. After the standardization of our national finance and
economy in March 1950, when the deceptive purchasing power was gone and be-
fore the new purchasing power vas established, there was a general slack in
the consumption of cotton goods. When goods found no buyers, it was very
difficult to talk about production.

Now the situation is different. On the one hand, as a result of the
goverument's planned readjustment and support during the past 6 months, the
textile industry has constantly improved itself. On the other hand, the pur=-
chasing power of the farmers has increased partly be.ause of the rich harvest
of cotton. Fine cloth, flowery cloth, etc,, have become farmers' necessities.
This provides a large and dependable domestic market for the textile industry,
& market which has a very bright future.

P

° RESTRICTED

2 . PR R S S S}

d Copy Approved for Release 2011/09/14 : CIA-RDP80-00809A000700120492-1 [l

"RDPS0-00809A000700120492-1




RESTRICTED [ ] STAT

There 1s a close relationship between agriculture and industry in our
nevw soclety. The restoration of agricultural production 1s the basis for
industrial development; the development of industry will lead and support
the advancement of agriculture. The relationship between the rich cotton
hnrveat this year and the gradusl improvement of the textile industry is a
sufficient and convincing proof.

Of course, our achievement is still rudimentary, It is estimated that
we-have only 3 percent of the world's total number of spindles. Our locms
comstituté 1,5 percent of the total looms of the world's industrially advanced
countries., We must greatly enlarge the number of lowws, apd their efficienmcy
of opsration must be impraoved. In short, we should first achieve the goal
of making sufficient cloth for evérybody in China.

As far as the production of cotton is concerned, this year's achievement
is very satisfactory indeed. The output per mou can be greatly increased,
however. This year the production averaged 26 catties per mou (individually, -
some areas. may have produce } 100 quities oer mou). This is more than 19 times
less than the 500~cdztiel-pem-nou record on the most productive Soviet farms.
Of course, we' cannot make such high records overnight. However, it 1s pos-
sible that in the next 3-5 years, the average output per mou could increase
by 10 catties.
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